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Conventional wisdom states that scal policy redistributes little in Latin America. Lower tax revenues and
above all lower and less progressive transfers have been identied as the main cause. Existing studies
show that, while in Europe the distribution of all transfers combined (cash and in-kind) is egalitarian,
the bulk of transfers in Latin America accrue to the upper quintile. Through an in-depth scal incidence
analysis applied to Argentina, Bolivia, Brazil, Mexico and Peru we argue that conventional wisdom may
be wrong. First, the extent and eectiveness of income redistribution and poverty reduction, revenue-
collection, and spending patterns vary so signicantly across countries that speaking of \Latin America"
as a unity is misleading. The (after direct taxes and transfers) Gini, for example, declines by over 10
percent in Argentina but by only 2.4 percent in Bolivia. In Argentina, Brazil and Bolivia government
revenues are close to 40 percent of GDP, whereas in Mexico and Peru they are around 20 percent.
Social spending (excluding contributory pensions) as a share of GDP ranges from 17 percent in Brazil
to 5.2 percent in Peru. Second, social spending does not accrue to the richest quintile. On the contrary,
concentration coecients for social spending are highly negative (progressive in absolute terms) for
Argentina and slightly so for Bolivia and Mexico. In Brazil and Peru social spending is progressive in
relative terms only. Third, there is no obvious correlation between the size of government and the size
of social spending, on the one hand, and the extent and eectiveness of redistribution, on the other:
government size is similar for Argentina and Bolivia but they are on opposite sides in terms of the
extent of redistribution.Fourth, due to indirect taxes households are net payers to the \sc" beginning
in the third decile in Bolivia and Brazil; for Argentina, Mexico and Peru this happens in the fth decile.
Fifth, corrective measures dier too: in Argentina, Bolivia and Brazil they may involve the reduction
in revenues and total spending, while revenues and social spending (especially direct transfers to the
poor) should be increased in Mexico and Peru. Bolivia and Brazil need to introduce changes to their
tax and transfer system so that net payers to the \sc" start at higher incomes. All ve countries need
to improve the of progressivity of their spending, including non-social spending components.
Keywords: scal incidence, scal policy, inequality, poverty, redistribution, social policy, taxes, transfers;
Latin America, Argentina, Bolivia, Brazil, Mexico and Peru
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